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25 October 1982

MEMORANDUM FOR: Acting Deputy Director for Intelligence
FROM: Director of Central Intelligence

SUBJECT: - German-Soviet Coal Plant Deal

1 have seen a more recent report on this coal deal. Give me an update
on this project, its implications and an evaluation of the German technology
involved against Soviet technology and available US technology. This would
be of value, particularly if it draws on judgments available in the Commerce

and Energy Departments. <:::i:/

William J. Casey

Attachment:
NEW YORK TIMES article,
“German Coal Plant Deal
Expected with Soviet”

CONFIDENTIAL
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‘ THE NEW YORK TIMES
18 September 1982

- German Coal Plant Deal
Expected With Soviet |

By JOHN TAGLIABUE

Special to The New York Times - :

BONN, Sept. 18— Top West German
and Soviet officials are expected to :
outline a far-reaching plan at meet- ;

' in Moscow next week for Bonn to
iver sophisticated coal processing |
plants to the Soviet Union in return for
energy supplies, a West German Gov-
ernment official said today.

The disclosure came as negotiations
were drawing toa closeona multibil-
liondollar gas pipeline project be-
tween the Soviet Union and a Western
European industrial and banking
group led by West German companies
and credit institutions. Coa

The new project is expected to cause
serious concern in the Reagan Admin-
{stration, which is seeking & modera-
tion of technology exports to Eastern
Europe and has strongly cautioned
against excessive Western European
energy dependency on the Soviet
Union. : .
U.S, Cooperation Offered

“The Reagan Administration has of-.
feréd Bonn extensive energy coopera-
t

tlvq' to Soviet energy, but the news of:
the! propggg new project lndicea;g
Bonn int to e er en

on projects with the Soviet

t‘ﬁﬁinnlnsnmmmddy.m
&m lndudethefommonof a
' jo{ntSoviet-Ggmnmcommi&-_
slon.  ding to the official, who will
accompany Count anbodorﬂ, the
p involved construction ofa
complex of facilities near extensive
coal fields in the vicinity of Kansk and
Achinsk, in south-central Siberia, that
would incl eplantstobmkeod
down into simple gases. The gases
wo\ﬂdbeusedas!eedstockfora ros
genation plant t0, produce
energy sources, as

ore easily than bulk coal within the
"s%viet Unlgn. or abroad as a fuel ex-
port, the official said. :

The official declined to estimate the
value of the project. One of!
next week’s talks, he said, d be to.
outline a feasible scals for the project. -

The official said the pTO, would

ject’
likely entail a partial barter deal, ‘

meaning that Moscow would pay at
least part of the construction costs
with deliveries of synthetic gas or
other energy or chemical products to
West Germany. = - ] :

-Several large West German compa-
nies have the technology to undertake
the project; including Krupp-Koppers,
the subsidiary of Friedrich Krupp, the
steelmaking concern, or Lurgi, a sub-
sidiary of Metallgesellschaft, a diver-
sified engineering and metals compa-

ny.

Count Lambsdorff will be accompa-
nied by experts on Eastern trade, such
as Otto Wolff von Amerongen, presi-
dent of the German Chamber of Indus-
try and Trade; and Karlheinz Bund,
the chairman of Ruhrkohl, Germany's
largest -coal company, which has
worldwide experience in coal gasifica-
tionand liquefaction projects.

The delegation will visit. several
energy projects in central Siberia over
the weekend, the official said.
$2 Billion a Year to Soviet

Starting in the mid-1980's, he said,
the Soviet Union will earn $2 billion to
$3 billion annually on deliveries of
patural gas to Western Europe
through the envisioned pipeline, which -
is to carry 40 billion cubic meters of .
gas a year to several Western Euro-

pean countries. The projected $10 bil-
lion pipeline; the most expensive ever
undertaken in East-West trade, would
span 3,500 miles and would supply
natural gas to seven European coun-
tries, increasing the Soviet share of
their natural gas supplies to roughly 20
percent from the current 15percent. °
Both the Carter and Reagan Admin-

- istrations have voiced serious dis-

pleasure to the West German Govern-
ment because of its pursuit of exten-
sive energy cooperation with Moscow.
At. the .Ottawa summit meeting in
July, President Reagan asked Chan-
celior Helmut Schmidt to reconsider
the pipeline deal, and offered United
States energy cooperation.

West Germany imported 7 percent
of its primary energy sources from
Russia last year, including 17 percent
of its natural gas supplies. When the
pipeline is completed, the Soviet share
of Germany’s natural gas supplies is
expected to increase to roughly 30 per-
cent, an amount Bonn calls safe.

Nothing Comparable Seen

AState Department delegation from
Washington'is expected in Bonn'later
thfis year to offer proposals for energy

. * Butinaninterview witha West Ger-
man economics magazine, published
today, Count Lambsdortf said he saw
«pothing that could be offered us that

. corresponds to the scale of the natural

project.’

«Certainly we are interested in such
talks with the Americans about coal
deliveries, about the further develop-
"ment .of nuclear power, but we need.
natural gas, and America cannot offer
that,” he said. :

The official said Count Lambsdort!
would likely meet with the Soviet
Prime Minister, Nikolai A. Tikhonov,
and would touch on Poland, during the
five days of talks, to admonish the
Soviet leader that intervention in Po-
land would jeopardize economic coop-
eration.

. Butasked whether a Soviet interven-
tion would lead to an economic boy-
. orff replied, “I .
don't speak of a boycott.” He added
that he was “‘of the firm conviction it
would lead to losses, to limitations, to
difficulties.” He said, «That would be
mavoldablelnsuchacase."

that an invasion of Poland wyould likely
seriously” delay, but probably not
cause the cancellation of, major eco-
nomic projects. .
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